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CONFIDENTIAL LAGOS 2576 

E.O. 11652: GDS 
TAGS: ENRG, NI 

SUB J : PETROLEUM: NIGERIA PROPOSES INDUSTRY-WIDE 
55 PERCENT PARTICIPATION 

1. MINISTRY OF MINES AND POWER HELD MEETING MARCH 26 WITH 
GULF AND MOBIL TP PROPOSE 55-PERCENT GOVERNMENT PARTICIPATION 
IN EACH COMPANY'S OPERATION EFFECTIVE APRIL 1, 1974. 

COMPANIES WERE OFFERED COMPANSATION ON SAME UPDATED BOOK 
VALUE BASIS USED IN JUNE 1973 AGREEMENT WITH SHELL-BP. 

CASH SETTLEMENT FOR YEAR ENDING MARCH 31, 1974. WOULD ALSO 
BE MADE ON SHELL-BP TERMS, I.E. AS IF 35 PERCENT PARTICIPATION 
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2. THE MINISTRY SPOKESMAN, PERMSEC PHILIP ASIODU, SAID 
THAT HE HAD BEEN INSTRUCTED BY HIS GOVERNMENT TO MAKE 
THE OFFER AND THAT THE SAME TERMS WOULD APPLY "INDUSTRY- 
WIDE." GULF AND MOBIL REPS ASSUME THEREFORE THAT IDENTICAL 
55-PERCENT DEAL WILL BE OFFERED TO SHELL-BP AT A MEETING 
WHICH IS SCHEDULED TO TAKE PLACE MARCH 28. 

3. IN PROVIDING THE FOREGOING INFORMATION, THE LOCAL 
MANAGERS OF THE TWO COMPANIES CAUTIONED THAT PROPOSAL IS 
HIGHLY CONFIDENTIAL UNTIL ACCEPTED AND FORMALLY 
AGREED WITH FMG. HOWEVER, THEY ARE CONFIDENT PROPOSAL 

WILT. BE ACCEPTABLE TO THEIR MANAGEMENTS AND AGREEMENTS WILL 
BE SIGNED IN VERY NEAR FUTURE. ONE SAID TERMS WERE SO 
MODERATE THAT HE HAD DIFFICULTY KEEPING STRAIGHT FACE DURING 
MEETING. HE POINTED OUT THAT 55APERCENT PARTICIPATION IS 
GOAL FMG SET SOME TIME AGP FOR ITS PARTICIPATION IN ALL 
STRATEGIC INDUSTRIES, E.G. LNG. 

4. FMG OFFERED FIFTY-PERCENT BUYBACK FIGHTS DURING FIRST 
YEAR, 25-PERCENT IN SECOND, AND ZERO THEREAFTER. COMPANY 
WOULD HAVE FIRST REFUSAL RIGHTS TO FIFTY PERCENT OF GOVERNMENT 
ENTITLEMENT. (ASSUMING 55-PERCENT AGREEMENTS CONCLUDED WITH 
ALL SIX PRODUCERS AND THEY EXERCISE FIRST REFUSAL RIGHTS. TOTAL 
PARTICIPATION OIL AVIALABLE TO FMG WOULD BE ABOUT 330,000 
BARRELS PER DAY DURING YEAR WHICH STARTS APRIL 1, 1974, WHEN 
TOTAL PRODUCTION IS EXPECTED TO AVERAGE 2.4 MILLION B/D. IF 
ROYALTIES TAKEN IN KIND, TOTAL GOVERNMENT OIL WOULD RUN AS 
HIGH AS 570,000 B/D, BUT COMPANY REPS BELIEVE 

PARTICIPATION AS JUST PROPOSED WOULD DISCOURAGE 
GOVERNMENT SALE OF ROYALTY OIL.) 

REINHARDT 
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